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(3) Fails to show substantial im-
provement, as provided in §902.75(d) of
this chapter.

§907.5 Procedures for declaring sub-
stantial default.

(a) Notification of finding of substantial
default. If the PHA is found in substan-
tial default, the PHA shall be notified
of such determination in writing. Ex-
cept in situations as described in para-
graph (d) of this section, the PHA shall
have an opportunity to respond to the
written determination, and an oppor-
tunity to cure the default, if a cure of
the default is determined appropriate
by HUD. The determination of substan-
tial default shall be transmitted to the
Executive Director of the PHA, the
Chairperson of the Board of the PHA,
and the appointing authority(ies) of
the PHA’s Board of Commissioners,
and shall:

(1) Identify the specific statute, regu-
lation, covenants, conditions, or agree-
ments of which the PHA is determined
to be in violation;

(2) Identify the specific events, occur-
rences, or conditions that constitute
the violation;

(3) Specify the time period, which
shall be a period of 10 but not more
than 30 days, during which the PHA
shall have an opportunity to dem-
onstrate that the determination or
finding is not substantively accurate, if
required;

(4) If determined by HUD to be appro-
priate, provide for an opportunity to
cure and specify the time period for the
cure; and

(5) Notify the PHA that, absent a sat-
isfactory response in accordance with
paragraph (b) of this section, action
shall be taken as determined by HUD
to be appropriate.

(b) Receipt of notification and response.
Upon receipt of the notification de-
scribed in paragraph (a) of this section,
the PHA may submit a response, in
writing and within the specified time
period, demonstrating:

(1) The description of events, occur-
rences, or conditions described in the
written determination of substantial
default is in error, or establish that the
events, occurrences, or conditions de-
scribed in the written determination of
substantial default do not constitute
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noncompliance with the statute, regu-
lation, covenants, conditions, or agree-
ments that are cited in the notification
under paragraph (a) of this section; or

(2) If any opportunity to cure is pro-
vided, that the violations have been
cured or will be cured in the time pe-
riod specified by HUD.

(c) Waiver of notification and the op-
portunity to respond. A PHA may waive,
in writing, receipt of written notifica-
tion from HUD of a finding of substan-
tial default and the opportunity to re-
spond to such finding. HUD may then
immediately proceed with the remedies
as provided in §907.7.

(d) Emergency situations. A PHA shall
not be afforded the opportunity to re-
spond to a written determination or to
cure a substantial default in any case
where:

(1) HUD determines that conditions
exist that pose an imminent threat to
the life, health, or safety of public
housing residents or residents of the
surrounding neighborhood; or

(2) The events or conditions precipi-
tating the default are determined to be
the result of criminal or fraudulent ac-
tivity.

§907.7 Remedies for substantial de-
fault.

(a) Except as provided in §907.7(c),
upon determining that events have oc-
curred or conditions exist that con-
stitute a substantial default, HUD
may:

(1) Take any action provided for in
section 6(j)(3) of the Act (42 U.S.C.
1437d4()(3));

(2) Provide technical assistance for
existing PHA management staff; or

(3) Provide assistance deemed nec-
essary, in the discretion of HUD, to
remedy emergency conditions.

(b) HUD may take any of the actions
described in paragraph (a) of this sec-
tion sequentially or simultaneously in
any combination.

(c) In the case of a substantial de-
fault by a troubled PHA pursuant to
§902.83(b):

(1) For a PHA with 1,250 or more
units, HUD shall petition for the ap-
pointment of a receiver pursuant to
section 6(j)(3)(A)(ii) of the 1937 Act (42
U.S.C. 1437d(j)(3)(A)(ii)); or
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